El Paso’s Cost of Living:
Does it Burn a
Hole in your Wallet?

Cristian Martinez, Bel Air High School
Victor Martinez, Bowie High School
Alyssa RosasCanutillo High School
Steven SalazarMission Early College High Schoo
Gilbert Rodriguez, Baylor University
The City of El Paso is often regarded as an areh wilow and affordable cost of living.
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El Paso is often regarded as a city with a low ob$iving and a place that is highly
affordable. Contrary to popular belief, data reéebm 2009 had El Paso ranked on a list of the
top 10 metro areas where residents are unablertb@se a home. In April 2009, El Paso had an
unemployment rate of 7.6 percent, which means 23pE®ple out of a 303,893 person labor
force were unemployetFurthermore, in 2007, the poverty rate was 26r¢qre’ The median
income of El Paso, as of 2008, is $37,3@ithin the city, only 17.8 percent of the popubai
has earned a bachelor’s degree or higher.

All of these factors contribute to the area’s afdtving, and more importantly, the
affordability of the area. Community Scholars atmsletermine El Paso’s true affordability.
This will be done by defining the cost of livingdamvestigating wages in El Paso. To do this,
Community Scholars will:

Establish a formal definition of the cost of liviagd the factors that contribute to it
Evaluate the cost of housing in El Paso and theeathousing market

Evaluate the cost of transportation

Evaluate the cost of food and health services

Investigate the affordability of higher education

After analyzing these areas, Community Scholarkoaltulate the cost of living for the City of
El Paso. Three different wages, the minimum wage ntedian wage and the living wage, will
be evaluated to determine if it is financially pbssfor an average family of four to live in El
Paso. Upon completing the research, Community &chalill use the acquired information to
determine if El Paso’s cost of living is as lowitas perceived to be.

Cost of Living Definition and Wage Levels

There is no consensus among experts regardingittbves a valid cost of living. Despite
the availability of numerous surveys on cost oigy none of them provide a methodology on
items included in the cost of living. As a res@gmmunity Scholars has developed a definition
for cost of living based on Maslow’s Hierarchy oé@dls, a theory involving fundamental human
needs and motivation.

Definition

The term cost of living is defined by Merriam-Wedrsas, “the cost of purchasing those
goods and services that are included in an accetaedard level of consumptionThe

1 U.S. Bureau of Labor Statistics. 2009. "Local Atérzemployment.”
http://data.bls.gov/PDQ/servlet/SurveyOutputSer(dene 15 2009)

2 U.S. Census Bureau American Fact Finder. 2007P48b, TX."
http://factfinder.census.gov/servlet/ ACSSAFFFacts2nt=&ActiveGeoDiv=geoSelect&pctxt=fph&_lang
=en&_sse=on&geo_id=16000US4824000&_state=04000U{B4& 10, 2009)

3 Market Report. 2009. "2008 Affordability IndexTexas A&M University
http://recenter.tamu.edu/mreports/elpaso.pdf (AH2009)

* El Paso Regional Economic Development Corporaf608. "El Paso Educational Attainments."
http://www.elpasoredco.com/ElPaso-Educational Atteént.aspx (June 17, 2009)

® Merriam-Webster Online. 2009. "Cost of Living."
http://www.merriamwebster.com/dictionary/cost%20&ving (June 9, 2009)



problem in determining the cost of living is foumddefining a person’s basieeds. The cost «
living is difficult to determine due to varying déityles and different standards of living.
essential everyday costs will be determined usiaglbiv’'s Hierarchy of Need

According to Abraham Maslow, an American Psychatgher: are five levels o
human needs; the broadest and most basic are ys®lalgical needs, which include food &
water. Above physiological needs, there are thel:eésafety, which include security of hea
resources and propefhAll non-luxurious tems can be found in the lower two levels
Maslow’s pyramid.

Figure G.1: Maslow’s Hierarchy of Need

o~

eMorality, creativity, spontaneity, problem solving, lack of
ion  prejudice, acceptance of facts

*Self-esteem, confidence, achievement, respect of
others, respect by others

Love/Belonging eFriendship, family, sexual intimacy

_ #Security of body, of employment, of
Safety resources, of morality, of the family,
\ of health, of property

*Breathing, food, water, sex,
homeostasis, excretion

Source: Shippensburg University

Based on the figure above, Community Scholars béieatl the cost of living as the cost of-
following components:

Transportation

Food

Healthcare

Basic Utilities (Water, Electricity, Natural Gi
Education

Education has been included in the definition beeaeither a degree or a vocational certific
is required for jobs that pay a “living wag’ This helps to ensure job security, a basic hu

®Valdosta State University. 2004. "Educational Psjyotly Maslow"
http://chiron.valdosta.edu/whuitt/col/res/maslow.html (June 10, 2009)

" Glasmeier, Amy K. 2009. "Geography DepartmePennsylvania State Universitiovember
http://www.livingwage.geog.psu.edu/counties/4813dng 16, 200!



need according to Maslow’s hierarchy. Due to tedycation will not be considered a luxury
and will be included in our definition. The follomg section will discuss three various wages
that will be referred to throughout the report.

Wages

There are three different wage levels that Commgusaholars will be analyzing and
referencing throughout this report: minimum, medaad living. Each of the wages will be
discussed below.

Minimum WageThe federal minimum wage is “the lowest legal ppay rate.® On July 24,
2009 the federal minimum wage increased to $7.25per’ Texas House Bill 804 took effect
on September 1, 2003 and was passed in orderutateghe minimum wage. The bill prevents
the minimum wage from exceeding that of the fedierainy area of Texd$.This means that no
area in Texas can implement a living wage thatesigr than the federal minimum wage.

Median Wagerhe median wage is defined as the wage of theatlesmiddle worker of the
working class In El Paso, the median family income was $37,20@ually for the year 2008

In other words, the median wage is seen as the ayigwint between the highest and lowest
wages. Medians are commonly utilized in statigtidseu of averages as they are not subject to
inflation due to outliers.

Living WageA living wage allows an employee to earn enougioime for a satisfactory
standard of living® This includes the ability to comfortably purchémeising, food, health care,
utilities and transportation. In Texas, this wagtheoretical and does not actually exist due to
Texas law. However, according to the Living WagécGlator website, El Paso’s theoretical
living wage for a family of four is $24.11 per hddiThis means that if both parents are
working, they would have to be making at least @8&2er hour individually. This amount,
annually, adds up to $50,158.80.

Economic Climate

Economic growth is expected as a result of El FaBowntown Revitalization Plan and
the expansion of Fort Bliss through the Base Realgnt and Closure Act of 2005 (BRAC).
This growth has not gone unnoticed as the arelaesexperiencing increased international
attention.

8 Encarta. 2009. "Minimum WageMSN http://encarta.msn.com/ dictionary_1861693673iimirm_wage.html
(June 10, 2009)

° U.S. Department of Labor. No Date. "Complianceistssice- Fair Labor Standards Act".
http://www.dol.gov/esa/whd/flsa/ (June 10, 2009)

10 78th Texas Legislature. 2009. "H.B.80%¢xas Legislature Online
http://www.legis.state.tx.us/BillLookup/History.as}l egSess=78R&Bill=HB804.(June 18, 2009)

" Department of Workforce Services. No Date. "Déiiami of Terms."
http://jobs.utah.gov/opencms/wi/pubs/wni/owi/termisl (July 8, 2009)

2 Market Report, "2008 Affordability Index.”

3 Answers. No Date. "Living Wage." http://www.ansseom/topic/living-wage (June 10, 2009)

14 Glasmeier, Amy K. 2008. "Living Wage Calculatiar £] Paso City, TexasPennsylvania State University
November. http://www.livingwage.geog.psu.edu/pl&t@8$4124000. (June 17, 2009)



Downtown Revitalization

The Downtown Revitalization Plan aims to improvelerperforming businesses and
reverse the erosion of the tax base in the downtea. By implementing this plan, the El Paso
City Council created a Tax Increment ReinvestmaemeZ(TIRZ). With this in place, any tax
revenue gained as a result of increasing propeityes in the area can only be spent by the city
within the TIRZ*® Additionally, the plan calls for 30 percent of Rlusing downtown to comply
with the federal standard of affordability, whidlates that the cost of housing shall not exceed
30 percent of a household’s incoffie.

Fort Bliss

According to Colonel John Rossi of the United Statemy, an estimated 75,000 soldiers
and their families will be moving to El Paso agault of the Fort Bliss expansion. In total, it is
estimated that 100,000 to 125,000 people, incluthegsoldiers and their relatives, civilian
employees, military contractors and retirees witive into the area during the 2005-2012 time
period. With the expansion of Fort Bliss comesr#ecation of high-tech industries to support
the military needs of the aréaThe economic is estimated to include:

$3.7 billion economic impact

$248 million in new property taxes

$55 million in new sales taxes

2,000 new jobs in the engineering, technical addstrial fields®

In fact, once the troop movement is complete, @ssmated that approximately one out of every
eight persons living in El Paso County will havdigect relationship with Fort Bliss in some
way ' However, this heavy reliance on the post candleriln 1995, the BRAC Commission
recommended that approximately 2,500 troops beaédd from Fort Bliss. The loss had a
negative impact on the local econoffy.

International Borderplex

Another major economic driver is El Paso’s locatabong the U.S./Mexico border. El
Paso was rated second in the “Large North Amer@anof the Future” survey. In addition to
being ranked as a large city of the future, El Raas also rated the second most cost effective
large city of North America. El Paso was not thé/drorderland city ranked; Ciudad-Juarez, El
Paso’s international sister city, was ranked asitihaber one “Large North American City of the

15 Rosales-Soto, Veronica. City Redevelopment Managjer of El Paso Community Scholars Training
Presentation. May 7, 2009

8 Downtown El Paso Information. 2009. "Downtown EisB FAQ's."
http://www.elpasotexas.gov/downtown/information.B#in8 (June 30, 2009)

" Roberts, Chris. 2009. "Population rising fast0D®, likely in next 3 years amid growth at Fort BlisEl Paso
Times May 29. http://http://www.elpasotimes.com/miligari_12322055. (June 10, 2009)

18 City of El Paso Department of Economic Developm2a09. "Fort Bliss."
http://www.elpasotexas.gov/econdev/fortbliss.asméJ17, 2009)

19 Cook, Bob. PresidenEl Paso Regional Economic Development CorporatiRersonal Interview. June 23, 2009

2 Hunt, Harold D. No Date. "El Paso Gears Up forRogure."Texas A&M University
http://recenter.tamu.edu/pdf/1767.pdf (June 169200



Future?! As El Paso and its neighbor pursue a larger rothé international economy, the
border’s effect on the region needs to be evaluated

According to a Forbes article, U.S. border cities stimulated by Mexican commerce
during the current recession. The article statasNtexico would seem to be an unlikely place
for economic help due to its falteripgsoand rise in violence, but many border cities are
heavily reliant on Mexican cities and the commehssy bring. Furthermore, home purchases
made by Mexican nationals for safety purposes arhe rise. Historically, Mexicans have
purchased second homes in border cities to udeifure purposes. Recently, the trend has
changed and these properties have become occupli¢iene and are the primary residences of
Mexican citizens?> Moreover, a study conducted by the Federal Res®aw (Dallas Branch)
has shown that Mexicans have spent $2.3 billiotadobannually in El Paso, Laredo,
Brownsville and McAllen over a thirty-one year metibetween 1970 and 2087

Current Cost of Living Indexes

El Paso’s cost of living has been calculated byous organizations. These indexes
compare a city’s cost of living to the national eage in order to determine affordability for
newcomers. Exclusive analysis of the American CreamobCommerce Research Association
Index (ACCRA) will follow. The index was chosen lbese of its detailed cost breakdown, as
well as its incorporation of numerous city datasset

According to ACCRA, El Paso is less expensive tAluquerque, Denver, Las Cruces
and San Antonio, but more expensive than Austinti@rfollowing table, a value of 100 percent
represents the average nationwide cost. A numigéehithan that represents above average. A
lower number represents below averdhdhe following are El Paso’s components and overal
percentages alongside the averages of Tucson ameeD& he two cities were chosen due to
their location in the Southwestern United States.

Table G.1: First Quarter 2009 Cost of Living

Category El Paso Tucson Denver
Food 101.3 105.0 106.4
Housing 82.9 96.9 107.9
Utilities 89.3 90.1 99.4
Transportation 94.0 99.5 87.9
Health 95.3 98.4 104.8
Miscellaneous Goods and Services 91.0 100.9 100.1
All ltems 90.2 98.9 101.9

Source: American Chamber of Commerce Research msgocindex

2L fDi Magazine. 2007. "North American Cities of thature."

http://www.fdimagazine.com/news/fullstory.php/ai@74/North_American_Cities_of the_Future_2007_0

8.html (June 10, 2009)

2 Bogan, Jesse. 2009. "A Boom at the Bordeotbes April 2. http://www.forbes.com/2009/04/01/mexitexas-

economy-business-border.html (June 8, 2009)

% Bogan, "A Boom at the Border.”

% El Paso Regional Economic Development Corporaf608. "Cost of Living."
http://www.elpasoredco.com/ElPaso-CostofLiving.afpxne 17, 2009)




This data shows mixed information. Food was thg erpensive component in the El Paso area,
but everything else appears to remain a relativgada. Six out of seven components were
ranked below the national average. When compardditson and Denver, the data suggests
that El Paso is reasonably affordable. Howevenust be noted that ACCRA gathers their data
based on the costs of each component in varioigs ¢iir comparison purpos&sTherefore, this
information is not specifically geared to the affability of a city for its citizens, but compares
expenses between two cities. Due to this, Comm8ghpolars will investigate each component
of the previously established cost of living detfiom to determine the affordability, not the cost,
of living in El Paso.

Housing and Transportation Components

Housing and transportation can ultimately influeaccity’s cost of living. The cost of
owning and maintaining a home will be examined @nedhome’s affordability for the median
family size of El Paso will also be evaluated. Thenthly cost of transportation will also be
analyzed, along with determining whether therernslationship between location and
transportation costs. The price of housing andtionacounteract each other. Transportation and
location are factors that can greatly impact hayisosts.

Unlike the national trend, El Paso’s housing maHaet not seen any dramatic increases
or decreases in home prices. According to RichargoDb, president and CEO of the El Paso
Greater Chamber of Commerce, El Paso’s real gsteates have been gradually rising, which is
better than dramatic rises that would lead to dtanamwnfalls*® Despite a stable housing
market, El Paso’s housing problems lie in the looatket’s supply and demand.

Market Stability

In 2009, Forbes Magazine ranked El Paso’s housiadsen the fifth strongest in the
nation?’ Additionally, a May 2009 CNN Money article estabied the most affordable and least
affordable cities in the nation, in terms of themusing markets. The methodology used by CNN
Money was any metropolitan area can be deemeddatite if a family earning the median
national income of $64,000 could purchase a megiaed home and spend less than 28 percent
of their income towards housing costs. El Pasonaiaked the tenth least affordable with only
52.9 percent of residents being able to affordméfd In an interview with UT El Paso
economist Thomas Fullerton, he stated that thelagiointed out something important: low
home prices do not necessarily translate into défiole homes prices. This is simply because
affordability is based on household incofi@he following table shows the housing market
activity for 20009.

% Tinajero, Roberto. Research Institutestitute of Policy and Economic Development, Ursiitg of Texas at El
Pasa Personal Interview. (29 June 2009)

% Dayoub, Richard. President and CEDeater El Paso Chamber of CommerBersonal Interview. June 29,
2009

" Economic Development Office. 200EI"Paso, Texas Community Profile 200@ity of El Paso, TX.

% | es, Christie. 2009. "Homes: Most Affordable Wotdecades.CNN MoneyJune 8.
http://money.CNN.com/2009/05/18/real_estate/mo$braéble_cities/index.htm?postversion=2009051907
(June 8, 2009)

2 Fullerton, Thomas. Professor of Economidsiversity of Texas at El PasBersonal Interview. June 18, 2009



Table G.2: 2009 El Paso Housing Activity

Month Sales Average Price Median Price

January 304 $157,700 $126,900
February 326 $152,600 $130,900
March 435 $154,500 $133,500
April 381 $155,500 $128,100
May 440 $148,700 $126,800
June 481 $156,300 $134,500

Source: Texas A&M University Real Estate Center

Average home prices, along with sales, have besaugtly rising. El Paso is beginning to see a
slight increase in home sales and in average pridessCNN article also went on to rank New
York City as the most unaffordable city in the pati® However, both El Paso and New York
City both have had a relatively stable housing regtk

Foreclosures

As of March 1, 2009, 378 homes in El Paso are ipgndreclosure. However, this is not
very dramatic compared to other cities. For exagrfpleckton, California is reporting 12,826
pending foreclosure®. Interestingly, El Paso has more than twice theufaijon of Stocktori>
Another example is Phoenix, which is reporting Z3,Toreclosured? Although Phoenix is more
than twice as large in population as El Paso, apgrtion, the numbers of foreclosures are
significantly higher’® A past Community Scholars report suggested thee idat multi-income
homes prevented high foreclosure rates. With meople contributing to the mortgage, the risk
of a default and subsequent foreclosure is¥ow.

Home Affordability

The Housing Affordability Index (HAI) is used to téemine if the median income
earning family is able to afford the median priteone in a specific city. The following is the
index formula:

Housing Affordability Index
Median Family Income / Required Income to Qualdy & Mortgage Loan

If the index value is greater than one, a familshvd median income earns more than enough to
purchase a median priced home. If the index istgxane, the median income earning family

% es, "Homes: Most Affordable In two decades."

3 Trulia. 2009. "New York Market Trends." http://wwiwlia.com/real_estate/New_York-New_York/market-
trends/ (July 14, 2009)

32 Roberts, Timothy. 2009. "378 Homes in ForeclodureStable Market Saves EP from Storil'Paso, IncJune
17. http://elpasoinc.com/ReadArticleSearch.aspx28&54 (June 17, 2009)

%3 City of Stockton. 2009. "Welcome to the City ob&iton, California."
http://www.stocktongov.com/EconDev/pages/populatibm (July 16, 2009)

% Roberts, "378 Homes in Foreclosure but Stable MaBaves EP from Storm."

% City of Phoenix. 2009. "City Statistics." httpiigeenix.gov/CITYGOV/stats.html (July 16, 2009)

3% Community Scholars. 2009Atcess to Capital Primer National Sub Prime MarRedsh: Is El Paso Living in a
Bubble? El Paso, TX; Community Scholars, Inc.



earns exactly what a conventional lender would iregor the family to purchase a median
priced home. If the index is less than one, theiamemhcome earning family does not earn
enough to meet the requirements of a conventiemaldr®’ The following example displays El
Paso’s HAI.

_$37,200

" $31,698

The median family annual income was $37,200 in 200& required income to qualify for a
mortgage loan in 2008 was $31,698. The index vaimald therefore be 1.17. This means that a
family earning the median income of $37,200, eanoge than enough money to purchase a
median priced home, which in 2008 a median priceddwas $134,608.Home prices around
the United States are regressing due to lack obddmHowever, El Paso’s homes are
affordable, its market is stable and current hayisiemand is high due to BRAC and other
growth.

Military Demand

Assuming that supply is constant, when demandgs, lthe price of a home increases,
and when the demand reduces, the price of a hooreas®s. While most of the nation is
suffering from a surplus of homes and regressiigepy El Paso is in need of affordable homes
and rental units. With troops beginning to move it Paso due to BRAC, there will be a heavy
demand for housing, which can cause rent and hoitespo rise’”’

To meet the requirements of BRAC, there is a denth®i946 on-post homes.
Approximately 3,203 homes have been funded bydberl government for on-post housing.
Presently, there are 3,953 homes located on F@$.BNVith this taken into account, there will be
a shortfall of 15,130 to 17,130 homes by 2012 itanstruction begin&. With the growth,
construction of new multifamily and single familgrnes is on the rise.

Multifamily Housing

According to an article published by Apartment Fica Today, multifamily housing
development, which includes apartments, condomisiand duplexes, is expected to grow due
to the military expansion at Fort Bliss. HoweverPlaso’s culture has preferred single-family
housing to multifamily housing: The following table numerically displays this feence.

37 Gaines, James P. 2005. "Revised Texas Housingdsffility Index."Texas A&M Real Estate Center
http://recenter.tamu.edu/pdf/1742.pdf (June 109200

% Texas A&M Real Estate Center. 2009. "Market Re0A9 El Paso.Texas A&M University
http://recenter.tamu.edu/mreports/elpaso.pdf (AHe009)

% Gray, Robert. 2009. "Housing Gap Widens as FassHExpands.El Paso, Inc
http://www.elpasoinc.com/readArticle.aspx?issue@ls&xrec=3839 (June 16, 2009)

0 Cook, Personal Interview

“1 Kimura, Donna. 2006. "On the BordeApartment Finance Todayune 15.
http://www.housingfinance.com/aft/articles/2006/dew/ELPAS01206.htm (June 15, 2009)



Table G.3: 2007 Housing Tenure

Type of Housing Estimate

Total Occupied Housing Units 199,115
Owner-occupied 124,445
Renter-occupied 74,670

Source: U.S. Census Bureau

El Paso homes are predominately owner-occupiedadstf renter-occupied. A median rent in
2007 for multifamily homes was $564This is 54.4 percent more inexpensive than a media
monthly mortgage of the same year. In spite of loeasts, 62.5 percent of the total occupied
units are owner-occupied. One reason as to whysmsy be due to the fact that there is a
limited selection of multifamily housing in El PaSbAnother reason may be due to El Pasoans
wanting to own the property instead of renting. lfilamily housing can facilitate a city to
provide homes that are affordable to a wider rasfgecome earning familie. However,
multifamily housing tends to be more susceptiblestmessions in real estate markets. The units
are usually first to suffer and last to recupefeden these economic downturfts.

Transportation and Location

Residents living outside of the city limits tendawn more cars and spend more money
on transportation due to fewer public transportatptions. Most of the people who rely on
public transportation tend to live closer to thevdtown area, and on average own one'¢ahe
graph below describes how distance from a Centalrigss District (CBD) affects the cost of
homes and transportation

-Continued on Next Page-

2U.S. Census Bureau American Fact Finder. 2007P#8b, TX."
http://factfinder.census.gov/servliet/ADPTable?_bigeo id=16000US4824000&-
gr_name=ACS_2007_1YR_GO00_DP4&-context=adp&-ds_nafrteee_id=307&-_lang=en&-
redoLog=false&-format= (June 10, 2009)

“3Dodson, Kathryn. Director of Economic Developmeity of El PasoPersonal Interview. July 1, 2009

*4 Haughey, Richard. 2003. "The Case for Multifantlgusing."Urban Land InstituteJune 17.
http://tod.hacienda.org/SP/ULI%20-%20The%20Case@2620Multi-Family%20Housing.pdf (June 17,
2009)

“5 Directory M. Articles. 2007. "Pros and Cons of @ominium Living Nevada."
http://articles.directorym.com/Pros_and_cons_ofdooninium_living_Nevada-r859936-Nevada.html
(June 18, 2009)

“ Center for Neighborhood and Technology. 2009. "$itay +Transportation Affordability in El Paso."
http://www.cnt.org/repository/El%20Pas0%20H+T%208¢pdf (June 8, 2009)



Graph G.4: Transportation vs. Real Estate

Source: Thomas Fullerton (UT El Paso); Center feigNborhood Technology

If a residence is closer in location to a CBD, h@mees are higher and transportation costs are
lower. If a residence is located farther from a GBDme prices are lower and transportation
costs are higher. The prices of homes are offséhd@gost of transportatioh Homes are more
costly where land is more expensf¥e.

As a nation, when an income earning family is @ablsave $1.00 on housing, $0.77 of
that is needed for transportation, yielding a meirsys of only $0.33% An El Paso family of
four pays approximately $794 for transportationanth° In fact, there are some areas in El
Paso where families pay transportation costs tleads high as 33 percent and as low as 10
percent of monthly income. According to the CedemMNeighborhood and Technology, a
promoter for urban sustainability, families shootit spend more than 30 percent of their
income on transportatiot.

Food and Health Components

The following section will evaluate the cost oé thhysiological needs of a family, which
include the food and health components.

Food

The U.S. Department of Agriculture (USDA) createdOfficial Food Plan that
determines various averages for the cost of fopeding on a family’s income. The following
table displays this information:

*"Fullerton, Personal Interview

“8 Center for Neighborhood and Technology, "Housinga¥iBportation Affordability in El Paso."

*9 Reconnecting America. 2007. "Realizing the Pognixpanding Housing Opportunities Near Transit."
http://www.reconnectingamerica.org/public/show/r{gdne 24, 2009)

0 Glasmeier, "Living Wage Calculation for El PasoyCiTexas.”

*1 Center for Neighborhood and Technology, "Housinga¥iBportation Affordability in El Paso."



Table G.4: National Cost of Food Averages (April 209)

Family of 4. Thrifty Low-Cost Moderate Liberal
2-3 years and 4-5 years $509/70  $646.50 799.60 $988.90
6-8 years and 9-11 years $585/(20 $760.10 $951.40 $1154.40

Source: U.S. Department of Agriculture

The thrifty plan is the bare minimum that a fanmolyfour needs concerning food, therefore it is
the plan that will be used when calculating foodtsoTherefore, $585.20 is spent on food per
month, approximately $7,022 annually.

Health

Health costs consist of health insurance, medieaises, drugs, and medical suppfiés.
Families of four, the El Paso average family sgpend $311 per month on healthcare. The value
was adjusted for inflation from the 2006 Consumepdnditure Survey and the USDA Center
for Nutrition Policy and Promotioff. When a family is forced to choose between various
components, it is often health care that is mogtanted.

A family without health insurance can avoid routoieeckups until their health problems
result in a visit to the emergency room. By avaidihe routine health care expense, a family can
end up facing a more expensive form of health €akack of proper medical care can also drive
El Pasoans to seek care across the border in Gilgadz. Cross-border health-care shopping
can be dangerous due to variations in regulatigarténg certain medicines or treatmetts.

Education

The majority of jobs that pay above a minimum wagEl Paso require a form of higher
education apart from a high school diploma. Higidwcation has become a necessity for the
people of El Paso. The cost of living is directtyrelated with educational attainments. As skill
levels increase, so do wages in the community. lewehe cost of education can be an
obstacle for a family. This section will provideast analysis of higher education in El Paso and
evaluate the current educational attainments dbitfteschool and college levels.

Cost of School

When UT EIl Paso tuition is compared with the agertition fees of Texas and the
United States, it is clear that the cost of edocaiin El Paso is reasonable. Texas’ average cost

2U.S. Bureau of Labor Statistics. No Date. "ConsuBenditure Survey."
http://www.bls.gov/cex/2007/Standard/cucomp.pdirfe) 23, 2009)

%3 Glasmeier, Amy K. 2008. "About the Living Wage Qalhtor."Pennsylvania State Universitjovember.
http://www.livingwage.geog.psu.edu/pages/aboutné2e, 2009)

** Congressman Silvestre Reyes. 2009. "Importantieec$CHIP Program."
http://www.reyes.house.gov/News/DocumentSingle.aBmcumentiD=106879 (June 22, 2009)

5 Medical News Today. 2009. "El Pasoans Driven Asfbise Borderfor Healthcare Due To Lack Of Insurance
According To Researchers AtUT School Of Public ltealFebruary 23.
http://www.medicalnewstoday.com/articles/139899.ahme 22, 2009)



of college tuition was higher than El Paso andriiigon>® The average cost of college tuition
nationally was nearly double the average tuitiost @b ElI Paso for a four year public college.
This table shows that university tuition in El Pasmexpensive when compared to the average
tuitions of Texas and the nation.

Table G.5: Average Tuition

Place Tuition

El Paso $5,926

Texas $7,573

United States $6,585

Source: College Board; UT El Paso Office of Studénancial Aid

There are 20,458 students attending UT El Pas®anekrcent (14,560 students) receive
some form of financial aid. The average estimasuilfy contribution is an average of $3,434.
Tuition, fees and books are the additional expeaddsd to the cost of living. For college
tuition, fees, books and supplies to be considaffetdable, the family must be able to afford
college after necessary annual expenses.

The minimum wage, median wage and living wage weezl to evaluate the potential
financial aid each recipient might receive. Basedhe wage, the Expected Family Contribution
(EFC) Index was calculated to see if the recipggrdlified for a Pell Grant or federal financial
aid. The total financial need was calculated bytrsugting the Pell grant from the cost of the
college. The financial need was evaluated by satiigthe EFC from the cost of attendance:

Financial Need = Cost of Attendance — Expected Ba@odntributior’®

The following table illustrates the cost of UT Ed9® for El Paso’s average size family of four,
two parents and two children earning three diffeveages. Financial aid is taken into the
consideration of each cost.

Table G.6: Affordability of UT El Paso for a Family of Four

Types of Wages Annual Income Financial Need
Minimum Wage $30,160 $3,618
Median Wage $37,200 $4,918
Living Wage $50,149 $7,078

Source: FinAid, Living Wage Calculator, College & Texans

UT El Paso’s cost of tuition, fees, books and siespre $7,078° After annual expenses, the
family of four earning the living wage was ableaftord UT EI Paso for one member, even
though the student does not receive money fronfP#elleGrant. Despite UT El Paso being
unaffordable, students are able to find ways tofpagollege. These include the acquisition of

%6 College for All Texans. 2009. "College Costs-2@IB0-All Institutions."
http://www.collegeforalltexans.com/apps/collegesadtn (11 June 2009)

>" University of Texas at El Paso. 2008. "2008-20@6tmBook."
http://irp.utep.edu/LinkClick.aspx?link=FactBook+BD9.pdf&tabid=29986&mid=62808 (16 June 2009)

%8 Kantrowitz, Mark. 2009. "FinAid." http://www.findiorg/fafsa/efc.phtml (June 30, 2009)

% College for All Texans, "College Costs-2009-2010HAstitutions."



scholarships, part or full-time employment and &®rn fact, 80 percent of UT El Paso
students meet the full cost of colle¥e.

Educational Attainments

In the past, ElI Paso would attract low-wage lalmat disregard higher education. El
Paso has strived to improve its educational attamtmin order to recover from this negative
period®® Currently, the number of people with a high schdiploma or a higher form of degree
is 260,385 and the population of people over tleaf@5 is 355,71% El Paso’s educational
attainments are gradually improving; the followtagle illustrates El Paso’s the improvement
from the year 2000 to the year 2007.

Table G.7: High School and College Completion

Population 25 + 2000 2007
High School Diploma 88,256 107,211
Associate’s Degree 19,538 29,314
Bachelor's Degree 43,262 51,036
Professional Degree 21,764 24,482

Source: El Paso Regional Economic Development Catjom

As the table shows El Paso’s growth in workforcpuylation between 2000 and 2007 has
brought an increase in educational attainments&edis with high school diplomas had the
greatest increase of three percentage pointsl, lasslociate, bachelor and professional degrees
rose by 3.1 percentage poifitsThe educational attainments are gradually impmviccording

to Roberto Tinajero, Institute of Policy and Econoidevelopment research assistant, typically
poverty rates in border cities between the UnitedeS and Mexico are higher than non-border
U.S. cities. Poverty is especially prevalent in aaumities with high unemployment and low
graduation rate%

El Paso’s educational attainments will begin s s students begin to see education as
a necessity. EI Paso must increase the percenidérgs graduating from high school and
increase the number of students in post secondagyams such as technical training, two year
community college programs and traditional colleged universitie§®

Employment

As the educational attainment of El Pasoans asadevdontinues to increase, the labor
force will become more qualified for higher-payipgsitions. The following table shows the
current occupation sectors of El Paso, and analymetype of wage each sector pays. Each

¢ Fullerton, Personal Interview

81 College Board. 2009. "2008-09 College Prices g:Hiwww.collegeboard.com/student/pay/add-it-up/44gal
(17 June 2009)

%2 Shapleigh, Eliot. State Senat@exas LegislaturePersonal Interview. July 9, 2009

83U.S. Census Bureau American Fact Finder, "El Pasa;

% E|l Paso Regional Economic Development Corporatl&hPaso Educational Attainments."

® Tinajero, Personal Interview

% Fullerton, Personal Interview



employee is assumed to work full time. The degeegiired for the occupation is also included
after the occupational field, and are noted byftlewing letters:

Bachelor’s (B)

Associate’s Degree (A)

High School Diploma (HS)

Less than High School Diploma (LHS)

Table G.8: Occupations in El Paso and their Wages

Occupation Median Hourly Wage Type of Wage
Management (E $34.5( Living
Business and Financial (B/ $24.8" Living
Sales and Related (F $9.1¢ Povert
Farming, Fishing, and Foresi(LHS) $7.1: Povert
Construction and Extraction (LH $11.6¢ Povert
Production and Transportation (k $10.0: Povert

Source: U.S. Census Bureau, U.S. Bureau of LatatisBcs

Each “type of wage” analysis was made for a farafljour, which is the size of the
average family in El Past.The theoretical living wage of two adults suppagtiwo children is
$24.11 per hou?® The occupations requiring a college degree pasirglwage; the occupations
requiring a high school diploma or less pay a pgweage. Even if two parents work at two
poverty wages, the combination will not be enougkdrn a living wage. This factor is why
education is tied into the Community Scholars odsitving definition. According to Bob Cook,
president of REDCo, El Paso is qualified for theoiming jobs brought by El Paso’s growth.
UT El Paso had 2,218 undergraduate students andrati@ate students in engineering majors
and 1,706 undergraduate and 265 graduate studestience majors for the 2008 fiscal yéar.
As El Paso’s educational attainments continue fmrave and companies that require high
skilled workers begin to relocate to the areaciha of living becomes increasingly important.

Combating a Rising Cost of Living

Usually when a metropolitan area grows, the coivimfg increases. In order to stave off
the negative effects of a higher cost of living,[RE0 aims to make wages in El Paso grow at a
faster rate than the cost of livilgTo do this, three things must be done:

Target employers that pay higher wages, such asdbinology, alternative energy,
automotive and military/homeland security industrie

Generate more taxable capital and remove the majmfrthe tax burden on
residences, transferring it to businesses.

Increase competition among employers in ordertti@effects of supply and demand
increase both wages and benefits..

67U.S. Census Bureau American Fact Finder, "El Pdsa!

% Glasmeier, "Living Wage Calculation for El PasoyGiTexas."
% Cook, Personal Interview

0 University of Texas at El Paso, "2008-2009 FactBbo

" Cook, Personal Interview



As wages are expected to rise, the cost of livilbincrease as well. Now, the affordability of
El Paso will be evaluated, combining all the cadtthe different components.

Wage Evaluation

The three forms of wages that will be evaluatedceaming the cost of living will be the
minimum, median and living. These wages will belyaed in order to determine which wages
can sustain families in El Paso. The componenteetosts of living, discussed in detall
throughout this report, are listed below:

Food: Food costs were acquired from the thrifty plamfrihe USDA Food Plaf
Health: The health cost consists were 2007 figures inclydigalth insurance,
medical services, drugs and medical supplies tlea¢ &lso adjusted to 2008
dollars’

Transportation: Transportation costs were also calculated the seayeas food and
health, but consisted of vehicle purchases, gasafotor oil, repairs, insurance and
public transportation cosfs.

Housing: Home maintenance costs were calculated by takiegpencent of the
given home’s value then dividing by 12 montfisThe property taxes were taken
from 2007 figures as were the mortgage paymentsutlities.

Education: The education expenses were taken from the FinAalduTator, which
calculates the cost of a school for the 2008-2@b@al year after financial aid and
depending on the family’s income. This number idelsithe cost of tuition, fees,
books and supplies.

These figures will remain constant throughout thalysis below, and the only aspect of analysis
changing will be the wage levels. Also, the tabsst components are in no particular order of
importance or ranking.

Minimum Wage

In the 2009 Health and Human Services Reportptverty guideline for four people
living in a household was $22,050lf both parents worked full time at minimum watfee
annual income would be $30,160. This is at leafi®Babove the threshold, but still far below
the living wage, or the wage necessary to live avtably in an area. This would allow for very
little or no assistance from the government bectuséamily is not under poverty guidelines.

The following walkthrough will evaluate the buddet a family of four, where two
parents work earning the minimum wage and one patends UT El Paso. The percentage of

2 Cook, Personal Interview

3 U.S. Department of Agriculture. 2009. "Official D8 Food Plans."
http://www.cnpp.usda.gov/Publications/FoodPlans@G0stofFoodApr09.pdf (June 22, 2009)

" Glasmeier, "About the Living Wage Calculator."

5 U.S. Bureau of Labor Statistics. No Date. "ConsuBenditure Survey."
http://www.bls.gov/cex/2007/Standard/cucomp.pdirfe) 23, 2009)

® True Home Cost Page. 2007. "Homeowner Planning.Hbttp://truehomecost.com/ (June 31, 2009)

"U. S. Department of Health and Human ServicesDiite. "The 2009 HHS Poverty Guidelines."
http://aspe.hhs.gov/poverty/09poverty.shtml (Jube2B09)



the total income spent on an expense was alsodedIurhe expenses that left the total in
negative numbers were not given percentages. bhdieay were listed as unaffordable.

Table G.9: Minimum Wage Walkthrough

Expense Cost of Expense Amount Left Percent of Total Income
Total Income (Annual) $30,160
Food $7,022 $23,138 23.28%
Health $3,732% $19,406 12.39%
Transportation $9,828¢ $9,578 32.58%
Mortgage Payment $12,832* ($3,254) (Unaffordable)
House Maintenance Costs $1,346  ($4,600) (Unaffordable)
Utilities $1,971 ($6,571) (Unaffordable)
Property Taxes $3,071* (9,642) (Unaffordable)
Education $3,618 ($13,260) (Unaffordable)

Source: Living Wage Calculator, U.S. Census Burdauehomecosts.com, CNN MondsinAid, U.S. Department of
Agriculture, El Paso Electric, El Paso Water Uk, Texas Natural Gas Services
*Values have been adjusted for inflation

This family would be $13,260 in debt by the endhaf year. This family would not be able to
afford living in El Paso, even though their incorm@bove the poverty guideline. As mentioned

earlier, this would allow for little assistancerfighe governmerft

Median Wage

In El Paso, the median family income was $37,20@ually for the year 2008. This
amount is $16,000 above the previously discussedrpoguideline. The following walkthrough
will evaluate the budget for a family of four whearning the El Paso median wage

Table G.10: Median Wage Walkthrough

Expense Cost of Expense Amount Left Percent of Total Income
Total Income (Annual) $37,200
Food $7,022 $30,178 18.87%
Health $3,732% $26,446 10.03%
Transportation $9,828¢ $16,618 26.42%
Mortgage Payment $12,832* $3,786 34.49%
House Maintenance Cost| $1,346 $2,440 3.62%
Utilities $1,971 ($469) (Unaffordable)
Property Taxes $3,071* ($2,602) (Unaffordable)
Education $4,918 ($7,520) (Unaffordable)

Source: Living Wage Calculator, U.S. Census Burdauehomecosts.com, CNN MondsinAid, U.S. Department of
Agriculture, El Paso Electric, El Paso Water Uglt, Texas Natural Gas Services
*Values have been adjusted for inflation

8 Govbenefits. No Date. "General Requirements.": titggyw.govbenefits.gov (July 20, 2009)
¥ Market Report. 2009. "2008 Affordability Indextexas A&M University
http://recenter.tamu.edu/mreports/elpaso.pdf (RA5m2009)




Here, this family has also fallen into debt by émal of the year by over $7,000. The cost of
education was higher because the family qualifteddss financial aid due to increased family
income. As you can also see, it is not affordabteaffamily of four, making El Paso’s 2008
median wage of $37,200, to live comfortably in ttity. Keep in mind that this is not including
any form of luxuries which the family would alsotrize able to affordable. It should be noted
that the median annual mortgage cost is the higiesentage.

Living Wage

Despite being impossible to legally mandate, twvages do exist in the El Paso area in
the form of wages earned due to higher educatamahment/experience. Currently, El Paso’s
living wage is $24.11 per hofitIf both parents from this theoretical family wotkey must
each earn at least $12.06 per hour. The followiatkthrough will evaluate the budget for a
family of four earning a living wage.

Table G.11: Median Wage Walkthrough

Expense Cost of Expense Amount Left Percent of Total Income
Annual before-tax income --  $50,148.80
Annual after-tax income $49,841
Food $7,022 $42,819 14.09%
Health $3,732* $39,087 7.49%
Transportation $9,828¢ $29,259 19.72%
Mortgage Payment $12,832* $16,427 25.75%
House Maintenance Costs $1,346  $15,081 2.70%
Utilities $1,971 $13,110 3.95%
Property Taxes $3,071* $10,039 6.16%
Education $7,078 $2,961 14.20%

Source: Living Wage Calculator, U.S. Census Burdauehomecosts.com, CNN MondsinAid, U.S. Department of
Agriculture, El Paso Electric, El Paso Water Uk, Texas Natural Gas Services
*Values have been adjusted for inflation

In this table, the amount of money left over isdegater than that of the minimum wage. At the
end of the year, this family has close to $3,000¢® at their discretion. Taxes were estimated
using the Living Wage Calculat8t The cost of education was also higher due to eedse in
financial aid because the family income was higlte percentages here all add up to 94.06
percent because the other 5.94 percent ($2,964f} Bver as discretionary income. The
mortgage payment is, once again, the highest peoféotal income spent.

Wage Analysis Conclusions

The minimum wage and median wage incomes are andatble for the average family
consisting of two parents and two children in ES®arhe only affordable wage was the living
wage, which also resulted in left over discretignaoney. The final cost of living for an
average family living in El Paso with one family mier attending UT El Paso is $46,880. This
cost would have no room for discretionary spendirige hourly pay rate of this value, or break-

8 Glasmeier, "Living Wage Calculation for El PasoyGiTexas."
81 Glasmeier, "About the Living Wage Calculator.”



even wage, would be $22.54. This was calculatetdking the annual value and dividing by 52
weeks in the year, then dividing by 40 hours a wekEhis value is the total wage income for a
family of four, not a wage for one individual. Thigeans that, if both parents were working, they
would each have to make $11.27 to be able to sutttair family with comfort. This value was
calculated by taking the total wage income anddiling by two people. The cost of living for a
family of four without a family member attending WEI Paso is $39,802. The total wage income
of this value would be $19.14 per hour. This mahas each adult would have to make at least
$9.57 per hour.

Conclusions

1. Yes, the cost of living does burn a hole in your Wat. EI Paso’s low cost of living
is a myth. Although EI Paso seems reasonably inestpe when compared
nationally, the low wages earned by El Paso cisz#wes not make the city
affordable to its citizens. A family of four eargithe median wage could not afford
to live comfortably in the city.

2. The cost of living in El Paso for two adults and tw children is $39,813 without
any income left over at the end of the yeafThis is known as the break even wage,
in which there is no money for discretionary pusd® Also, unforeseen expenses
would not be able to be paid for. Luxurious expsnseuld be unaffordable

3. Earning the minimum wage and median wage is unaffatable for a family of
four living in El Paso. It was determined that the family in each scenawnald be in
debt at the end of the year. Families earning tiaegges are above poverty
guidelines, which allows for little government asance. Debt or an uncomfortable
lifestyle, such as a family without health insur@ancan result.

4. Economic development will continue in the El Pasoraa into the next decadeEl
Paso can expect to see continued economic growthgoolonged period of time.
This is a result of heavy investment in the areatduBRAC, which will bring new
industry to the area. El Paso should expect tgpsepalation growth accompany this
economic development

5. The cost of living increases as wages increage the city grows, the cost of living
will likely rise. The cost of living and economiewkelopment are correlated and
influence each otheHealthy growth requires wages to rise at a faster than the
cost of living. This can be done by attracting higdge jobs and increasing the
educational attainments.

6. El Pasoans have a high percentage of their budge¢wdoted to their homesFrom
the calculations that were made, El Pasoans spengl tman twice the amount of
money they should towards their home. The amouwattghould not be exceeded is 28
percent, yet residents of El Paso spend close.@8%iercent of their income towards
housing. This makes the CNN Money article factual.



. College for the average family is affordable if the receive financial aid,
scholarships, and take out loansBased on our calculations, a family would be
unable to afford the cost of higher education atarual expenses without financial
aid.

. There is a dramatic negative effect on people whannot afford health insurance
or meet CHIP requirements. This includes high emergency room costs and health
dangers due to lack of preventive care. The expensigen neglected when families
cannot comfortably afford the cost of living compats discussed.

. The ACCRA rating is not valid in determining afford ability for local residents.
When compared to other cities, El Paso’s costaidiis lower. ACCRA data should
only be used for comparison between two or morescand is not meant to be a
direct analysis of a local area.

Recommendations

El Paso must further encourage business relocatiao the area in order to
become less dependent on Fort Blisthe growth at Fort Bliss will not continue
indefinitely and the city will need another souafédusiness to continue economic
development. Any negative growth at the base msyltren a local recession if such
measures are not taken.

Lower transportation costs by continuing to provideareas farther from
downtown with sufficient public transportation. From our data, transportation
costs tend to be higher for those who live farfh@m Downtown El Paso. Further
investment in public transit options would asdigt tesidents of El Paso who face a
heavy transportation financial burden. Such optimay include the use of rail to
move citizens from the outlying communities to n®tiEcated across the region.

El Paso needs to entice higher paying industries increase wagesWith an
increased availability of high skilled jobs, a largortion of the population will have
opportunities to see an increase in their wagenmeo

. Address the importance of healthcare in order to pevent the negligence shown
toward this component.Community outreach programs that are specificabiylento
educate the population of the importance of preaterd care could do this.

. Create a local cost of living index similar to ACCR that is tailored to El Paso
and its residents.Due to El Paso’s unique situation where wages$oaver than most
other cities, national rankings are not reliabld are not meant for local analysis. It
is imperative that El Paso collect its own datarder to determine which
components need improvement.
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